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To the Honorable
Mayor and
Members of the
City Council City of
Emmetsburg, lowa

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, the aggregate discretely presented component units, each
major fund, and the aggregate remaining fund information of the City of Emmetsburg,
lowa, as of and for the year ended June 30, 2010, which collectively comprise the
City's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the management of the City of Emmetsburg, lowa. Our
responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and the significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinions.

The City did not implement GASB Statement No. 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits other Than Pensions as described
in Note 4 E. The effect on the financial statements of the preceding practices is not
reasonably determinable.

Capital assets policies of the City's governmentai funds and the component units (gas,
water and sanitation) do not conform to generally accepted accounting principles as
described in Note 1 D (4) and Note 3 B to the financial statements, The amount by which
this departure would affect the assets, fund balances, and expenditures/expenses of the
governmental and component unit's funds (gas, water and sanitation} is not reasonably
determinable.

In our opinion, except for the effects, if any, of implementing GASB Statement No. 45,
Accounting and Financial Reporting by Employers for Postemployment Benefits other
Than Pensions and not using capital asset polices that fully conform to generally
accepted accounting principles for the governmental and component units {gas, water
and sanitation), as described in the third and fourth paragraphs, the financial statements
referred to above present fairly, in all material respects, the respective financial position
of the governmental activities, the business-type activities, the aggregate discretely

Members American Institule of Certified Public Accountants
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presented compeonent units, each major fund, and the aggregate remaining fund
information of the City of Emmetsburg, lowa, as of June 30, 2010, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then
ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report,
dated January 17, 2011, on our consideration of the City's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters, The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered
in assessing the results of our audit

The Management's Discussion and Analysis and budgetary comparison information
listed in the table of contents are not a required part of the basic financial statements but
are supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Qur audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the basic financial statements of the City of Emmetsburg, lowa.
We previously audited, in accordance with the standards referred to in the second
paragraph of this report, the financial statements for the three years ended June 30, 2009
{(which are not presented herein) and expressed qualified opinions, for the effects on the
financial statements, if any, of the omissions described in the third and fourth paragraphs of
this report, on those financial statements. Other supplementary information including the
combining nonmajor fund financial statements, and schedule of revenues by source and
expenditures by function - all governmental funds, are presented for purposes of additional
analysis and are not a required part of the basic financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, except for the effects, if any, of the omissions described
in the third and fourth paragraphs, are fairly stated in all material respects in relation to
the basic financial statements taken as a whole.

Bundonf. Parott Hud Hscociates. P. L.

January 17, 2011



Management’s Discussion and Analysis

Our discussion and analysis of the City of Emmetsburg, lowa’s financial performance provides an
overview of the City's financial activities for the year ended June 30, 2010. Please read this information
in conjunction with the City's financial statements, which follow.

Financial Highlights

Revenues of the City’s governmental activities increased $1,0086,561 or 27.09% from fiscal year
2009 to fiscal year 2010. Property taxes increased $29,471 for all activities.

Program expenses of the City's governmental activities decreased $296,786 or 6.19% in fiscal
year 2010 from fiscal year 2009. Culture and Recreation and Debt Service increased $123,587,
and $896,272, respectively. Capital Project expenses decreased by $1,336,240.

The City's net assets for the primary government increased $1,368,886 from June 30, 2009 to
June 30, 2010. Of this amount, the net assets of the governmental activities increased
$1,337,551 and the net assets of the business-type activities increased by $31,335.

Using This Annual Report
The annual report consists of a series of financial statements and other information as follows:

Management's Discussion and Analysis introduces the basic financial statements and provides
an analytical overview of the City's financial activities.

Government-wide Financial Statements consist of a Statement of Net Assets and a Statement
of Activities. These provide information about the activities of the City as a whole and present an
overall view of the City's finances.

The Fund Financial Statements tell how governmental activities were financed in the short
term as well as what remains for future spending. Fund financial statements report the City's
operations in more detail than the government-wide statements by providing information about
the City's most significant funds.

Notes to Financial Statements provide additional information essential to a full understanding
of the data provided in the basic financial statements.

Required Supplementary Information further explains and supports the financial statements with
a comparison of the City's budget for the year.

Other Supplementary Information provides detailed information about the nonmajor Special
Revenue and Capital Projects Funds and the Internal Service Funds.



Reporting the City’s Financial Activities

Government-wide Financial Statements

One of the most important questions asked about the City's finances is, "Is the City of Emmetsburg in a
better financial position at the end of the fiscal year, compared to last year?" The Statement of Net
Assets and the Statement of Activities report information about the City as a whole and about its
activities in a way that helps answer this question. These statements include all assets and liabilities
using the accrual basis of accounting, which is similar to the accounting used by most private-sector
companies. All of the current year's revenues and expenses are taken into account regardiess of when
cash is received or paid.

The Statement of Net Assets presents all of the City’s assets and liabilities, with the difference between
the two reported as "net assets”. Over time, increases or decreases in the City's net assets are one
indicator of whether its financial health is improving or deteriorating. A person will need to consider other
non-financial factors, however, such as changes in the City's property tax base and the condition of the
City's infrastructure, fo assess the overall health of the City.

The Statement of Activities presents information showing how the City's net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as the change ocours,
regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will not result in cash flows until future fiscal periods.

In the Statement of Net Assets and the Statement of Activities, we divide the City into two kinds of
activities:

. Governmental activities include public safety, public works, culture and recreation, community
and economic development, general government, interest on debt and debt related fees and
capital outlay not included in capital assets. Property tax, franchise fees, fines, and state and
federal grants finance most of these activities.

. Business-type activities include garbage pickup (solid waste) and the City's Cemetery. These
activities are financed primarily by user charges.



Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds - not the
City as a whole. Some funds are required to be established by State law. However, the City Council
establishes many other funds fo help it control and manage money for particular purposes {like the
Lake Project Fund) or to show that it is meeting legal responsibilities for using certain taxes, grants,
and other money (like grants received from the state for housing rehabilitation for low and moderate
income families). The City's two kinds of funds are:

Governmental funds account for most of the City's basic services. These focus on how money
flows into and out of those funds and the balances left at year-end that are available for
spending. These funds are reported using an accounting method called modified accrual
accounting, which measures cash and all other financial assets that can readily be converted to
cash. The governmental fund statements provide a detailed short-term view of the City’s
general government operations and the basic services it provides. Governmental fund
information helps you determine whether there are more or fewer financial resources that can
be spent in the near future to finance the City's programs. We describe the relationship (or
differences) between governmental activities (reported in the Statement of Net Assets and the
Statement of Activities) and governmental funds in the reconciliation at the bottom of the fund
financial statements.

Proprietary funds account for the City's Enterprise Funds. When the City charges customers for
the services it provides, these services are generally reported in proprietary funds. Proprietary
funds are reported in the same way that all activities are reported in the Statement of Net
Assets and the Statement of Activities. In fact, the City's enterprise funds are the same as the
business-type activities we report in the government-wide statements but provide more detail
and additional information, such as cash flows.



Government-Wide Financial Analysis

Met assets may serve over time as a useful indicator of financial position. The analysis that follows
focuses on the change in the net assets for governmental and business-type activities. This does not
include the component units of gas, water and sanitation.

Assets:
Currant and
other assets
Capital assets
Total assets

Liabilities:
Long-term debt
Other liabilities
Total liabilities

Mat assets:

Invested in capital
assets, net of
related debt

Restricted

Unrestricted

Total net assets

Governmental aclivities Business-typa activities Total
2010 2009 2010 2009 2010 2009
4,443 606 3,858,324 484 744 421,590 4,908,440 4,279,918
8,223 357 8,053,980 161,862 191,887 8,405,219 8,245 BG7
12,667,053 11,912,308 646,606 613,477 13,313,650 12,525,785
2,811,775 3,356,362 2,811,775 3,356,362
1.752.021 1,790,240 30,960 29166 1,782,981 1,819,408
4,663,796 5,148 602 30,960 29,166 4,594 756 5,175,768
5.411,582 4,398,027 181,862 191,887 5,583,444 4587914
224254 276.476 - - 224,254 276,476
2467 421 2,083,203 433,784 392,424 2,901,205 2,485,627
8,103 257 6,765,706 15,646 584 311 8,718,903 7,350,017

Net assets of governmental activities increased from June 30, 2009 by $1,337,551 or 19.8%. Net
assets of business-type activities increased from June 30, 2009 by $31,335 or 5.4%. The City's net
assets are primarily invested in cash and capital assets, less related debt. By definition, restricted net
assels represent resources that are subject to external restrictions, bond covenants, constitutional
provisions or enabling legislation on haw they can be used. Unrestricted net assets, the part of net
assets that can be used to finance day-to-day operations, are $2,901,205 at the end of the year.



For the year ended June 30, 2010 and 2009, net assets changed as follows:

Govermnmental activilies Business-type activities Total
2010 2008 2010 2009 2010 2009

Revenues:
Program Revenues

Charges for services g 121,408 111,235 426,861 392 697 548,359 503,932
Operating grants

and contributions 409,844 364,708 - - 409,844 364,798
Capital grants and

contributions 416,575 366,906 - - 416,575 366,906
General Revenues

Property taxes 1,365,880 1,344,165 - - 1,385,880 1,344,165
Other City taxes 675,850 650,569 - - 675,850 650,560
Unrestricted -
Intergovemmental - - - -
Use of money and
property 53,308 59,268 3,266 6,412 56,664 65,680

Miscellaneous 1,637,189 806,382 - - 1,637,180 806,382
Gain on disposal of capital assets - 12,500 - 32,000 - 44,500

Total revenues 4,680,234 3,715,823 430,127 431,109 5,110,361 4,146,932
Expenses

Public safety 584,221 543,945 - - 584,221 543,949
Public works 876,006 822,856 - - 876,006 822,856
Culture and recreation 620,084 495,825 - - 820,084 485,825
Community and economic
development 418,217 105,856 - - 419,217 105,856
General government 356,523 360,448 - - 356,523 360,448
Debt service 189,831 144 288 - - 189,831 144,288
Capital outlay not included
in assels 377,971 378,266 - - 3778 378,266
Solid waste - - 384,939 347,267 384,939 347,267
Cemetery - - 25,653 24,796 25,653 24,756
Total expenses 3,423,853 2,851,488 410,592 372,063 3,834,445 3,223,551
Increase (decrease) in net assets
befare transfers 1,256,381 864,335 18,535 59,046 1,275,016 923,381
Transfers 81,170 77,819 11.800 12,768 92,970 90,587
Increase (decrease) in nel assets 1,337,551 042 154 31,335 71,814 1,368,886 1,013,968
Met assets, beginning 6,765,706 6,013,735 584,311 512,497 7,380,017 6,526,232
Adjustment to beginning balance - {190,183) - - - {180,183}
Net assets, ending $ 8103257 6,765,706 515,646 584,311 8,718,803 7,350,017




INDIVIDUAL MAJOR FUND ANALYSIS

Governmental Fund Highlights

As of the end of the current fiscal year, the City's governmental funds reported combined ending
fund balances of $2,663,955. $5,648 is reserved for Debt Service, $69,165 is reserved for
Perpetual Care of Cemetery and $343,656 is reserved for Long-term Receivables. This leaves an
unreserved balance of $1,060,280.

This governmental fund balance increased by $370,773 or 16.17%. The increase was due to
revenues in excess of expenditures. The significant increase was in the South Grand Fund due
to lawsuit proceeds received during the year.

The General Fund is the chief operating fund of the City of Emmetsburg. At the end of the
current fiscal year, unreserved fund balance of the General Fund was $536,188. As a measure
of the General Funds liquidity, it may be useful to compare both unreserved fund balances and
total fund balances to total fund expenditures. Unreserved fund balance represents 29% of the
total General Fund expenditures.

The following fund balances in the other major funds, which comprise the Total Governmental Funds,
are listed below:

FY10 FY09 Increase

Amount Amount  {Decrease)
General Fund $ 536,188 518,018 17,170
Road Use Tax Fund 154,184 169,791 (15,607}
Local Option Sales Tax Fund 276,352 274,826 1,526
Debt Service 905 14,346 (13,441)
Lake Project Fund 309,170 255,120 54,050
South Grand Fund 340,295 26,465 313,830

The largest increase in fund balance for the major funds occurred in the South Grand Fund. This was
due to lawsuit proceeds received during the year.

The Road Use Tax Fund had the largest decrease in fund balance for the major funds. This decrease
was due to normal expenditures during 2010.



The following schedule presents a summary of the governmental fund revenues for the fiscal year ended

June 30, 2010 and June 30, 2009:
Increase Percent of

FY10 Percent FY0g {Decrease) Increase
Revenues Amount of Total Amount from FY09 {Decrease)
Property taxes $ 1,300,100 27.53% % 1270629 $ 29,471 2.32%
Tax increment financing 288,139 6.10% 268,524 189,615 7.30%
Other city tax 437,792 8.27% 450,204 (12,412) -2, 76%
Licenses and permits 11,657 0.24% 24 446 {12,889) -52.72%
Use of money and property 53,398 1.13% 50,268 (5,870) -9.90%
Intergovernmental 826,418 17.50% 731,704 94,714 12.94%
Charges for services 121,498 2.57% 111,235 10,263 9.23%
Special assessments 20,329 0.43% 18,183 2,136 11.74%
Miscellaneous, including fines 1,663,469 35.22% 781,936 £81,533 112.74%

$ 4,722,700 100.00% $ 3,716,139 § 1,006,561 27.09%

The most significant increase in revenues was miscellaneous, including fines. The increase was due
to the receipt of lawsuit proceeds.

The following schedule presents a summary of governmental expenditures for the fiscal years ended
June 30, 2010 and June 30, 2009,
Increase Percent of

F¥10 Percent Fy 0o {Decrease) Increase
Expenditures Amount of Total Amount from FYO7 {Decrease)
Public safety $ 574,632 12.78% § 519473 § 55,158 10.62%
Pubilic works 712,673 15.85% 738,259 (25,688) -3.48%
Culture and recreation 621,101 13.81% 487,514 123,587 24.84%
Community and economic
development 103,507 2.30% 104,993 {1,486} -1.42%
General governmant 353,860 7.87% 362,252 (8,392) -2.32%
Debt service 1,408,646 31.35% 513,374 896,272 174.58%
Capital projects 721,372 16.04% 2,057,812 (1,336,240} -64.94%
5 4496691 100.00% § 4,793477 §  (206,788) -6.19%

The most significant increase in expenditures occurred in debt service. The increase was due to
paying off debt that came due during the year. Capital projects was the largest decrease in
expenditures for FY10. This was due to two projects occurring during FY09 that were completed
in FY10. The majority of the project costs were incurred in FY09.
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Proprietary Funds

City of Emmetsburg's proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

Unrestricted net assets of the Solid Waste and Cemetery funds at the end of the year amounted
to $433,784.

These funds were established for the City operations that are financed and operated in a
manner similar to private business enterprises. The cost of providing the services to the
general public is recovered, in whole or in part, through user charges.

The City's enterprise operations are comprised of two separate and distinct activities: Solid
Waste and the Cemetery Fund. Results of operations for these funds for the year ended June
30, 2010 and June 30, 2009 are as follows:

Solid Waste Cemetery
2010 2008 2010 2009
Operating Revenues $ 406,216 371,477 20,645 21,220
QOperating Expense 384,939 347,267 25,653 24,796
Non-Operating Revenues 2,563 36,899 703 1,513
Operating Transfers in - - 11,800 12,768
Changes in Net Assets 23,840 61,109 7,495 10,705

Budgetary Highlights

Over the course of the year, the City Council revised the budget twice. The budget amendments
increased appropriations to cover unplanned expenditures/expenses and transfers. The budget

amendments were on March 22, 2010 and April 26, 2010. At the end of the year, the City did not
exceed the amended budgeted amounts in any of its functions.

Capital Asset and Debt Administration

Capital Assets

At the end of June 30, 2010 the City had $8,405,219 net of depreciation invested in capital assets
including police and fire equipment, buildings, park facilities, and infrastructure. This does not
include the Component Units that had $11,012,703 invested in capital assets. Infrastructure prior

to July 1, 2003 is not included in the financial statements unless it was considered as construction
in progress on July 1, 2003.

11



A schedule of capital assets as of June 30, 2010 and 2009 is as follows.

Governmental activities Business-type activities Total
2010 2008 2010 2009 2010 2008

Land and
improvements 5 32,462 27 820 15,557 16,253 48,019 44,173
Machinery,
equipment, and
vehicles 1,158,901 1,058,842 97,044 125,648 1,266,045 1,184,490
Buildings 742,306 553,387 69,261 20,566 811,667 573,953
tnfrastructure 6,030,451 4,567 040 - - 6,030,451 4,567,999
Construction
In process 258,237 1,845,832 - 29420 258,237 1,875,252

$ 8,223,357 8,053,080 181,862 191,887 8,405 219 8,245,867

The major capital assets added during the current fiscal year included the following:

+ Municipal golf course and equipment for $284,206.

More detailed information about the City's capital assets is presented in Note 3 to the financial

statements.

Debt

At year-end, the City had $2,744,050 in outstanding bonds and agreements compared to $3,658,455
last year. That is an decrease of $914,4085, or 25%.

Governmental activities

2010 2009
General obligation bonds 5 2,255,000 3,415,000
Tax Increment financing agreement 177,316 230,108
Lease purchase - 13,347
Risk under loan guarantes 311,734 -
Total g 2,744,050 3,658,455

State statutes limit the amount of general obligation debt a government entity may issue to 5% of its
total assessed valuation. As of June 30, 2010, the City's legal additional debt margin was
$6,202,919.

More detailed information about the City's long-term debt is presented in Note 3C to the financial
statements.
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Economic Factors and Next Year's Budget and Rates

During the state legislative session in 2004, the legislature permanently eliminated certain state
funding to local governments starting in the year ended June 30, 2005 and will continue in the
future. This along with the continuation of the state rollback on residential properties greatly affects
the City's general operating fund.

The City has been helped by the new Hotel/Motel tax and the PA Gaming Corporation allocations
made annually to the City that can be used for capital improvements. However, the PA Gaming
Corporation allocations cannot be used for ongoing operating expenses or to fund operating
deficits.

The tax levy rates per $1,000 of taxable vatuation for fiscal year 2011 are provided below:

General levy 5 8.10
Liability, property & self insurance 0.69
Instrumentalivocal music levy 0.14
Ag land levy 3.00
Emergency levy 0.27
Employee benefit lavy 3.89
Debt service levy 0.57

Tatal $ 16.66

REQUESTS FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a
general overview of the City's finances and to show the City's accountability for the money it
receives. If you have questions about this report or need additional financial information, contact
the City Administrator’s Office at 2021 Main, Emmetsburg, lowa. You can also contact the City
Administrator's Office for a separately issued report on the component units. That report is for the
gas, water and sanitation departments known as "Emmetsburg Municipal Utilities".

Dot Gind

City Administrator

13



City of Emmetshurg, lowa
Statement of Net Assets
June 30, 2010

ASSETS
Cash
Investmenis
Recelvables, net of allowance for uncollectible amaounts
Property taxes
Accrued interest
Special assessments
Agoounts
Current portion of notes receivablg
Current portlon of primary govemment - Urban Renewal Tax
Increment Revenus Bond
{ther
Due from primary govemment
[ from component unit
Cue from other governments
Inventaries
Prepaids and other assets
Restricied assets:
Cash
Mates receivable
Due from primary government - Urban Renewal Tax
Increment Revenue Bond
Loan fees (ned of 6,380 amorization)
Capital assets:
Land, land improvements and constroction In progress
Other capitzl assets, net of accumulated depreciation
Tol assels
LIABILITIES
Accounts payable
Accrued labiities
Interest payable on bonds and other long-ferm debi
D to primary govemment
Due to component wnit
Customer deposits
Compensated absences
Long-term liabilifies:
Succeading year uneamed ravenue
Due to component unit-Urhan Renewal Tax Increment Revenue Bond
Partion due or payable within one year:
Bonds ard other payables
Portion due or payabile after ong year
Bonds and other payables
Total Eabilities
NET ASSETS
Invested in capital asseds, net of related dab
Restricted:
Strasts
Dbt service
Perpetual care
Urnrestricted
Total net assets

See notes to financial siatements

Primary Govarnment

Governmental Business-type

Activities Activities Total
¥ 2,266,700 296,063 2,662,763
2,352 - 2,352
1,448,385 - 1,448,385
41,525 - 41,525
210,108 - 210,106
8,724 45 8,830
335,323 52,623 387,846
120,932 - 120,932
9,579 7.32¢ 16,905
- 8,787 8,787
290,608 19,71 310,489
7,932,659 162,071 8,094,730
12,667,053 646,606 13,313,659
190,714 23,903 214,617
26,415 4,086 30,501
16,580 - 16,580
3,356 - 3,396
48,340 2,971 51,311
1,466,576 - 1,466,576
30,357 - 30,357
362,791 - 362,791
2,418,627 - 2418627
4,563,796 30,960 4,504,756
5411,582 181,862 5,583,444
154,184 - 154,184
205 - 205
69, 165 - 69,165
2,467 421 433,784 2,901,205
$ 8,103,257 515,646 8,718,903




Component Unils

Gas Water Sanitation
Utility Eitility LHility

3,726,343 1,166,778 T00,375
{9,131) 80,4388 68,549
7237 - -
1,152 1,344 1,344
4,484 6,078 7,710
2,107 645 645
5,839 14,798 18,656
58,462 12,029 -
17,763 - -
7.955 9,281 9,281
- 26,000 15,995
1,039 67,067 84,542
688,562 4,659,592 5,511,801
4,511,812 6,044,110 6,418,998
35,804 14,908 91,812
5,190 - -
10,236 5,805 7.0681
43141 172,512 172,384
58,483 12,028 -
2,247 5,551 2,977
2,511 115,000 84 381
309,223 2,207,000 1,840,230
466,815 2,532,804 2,198,545
arr.Be? 2,404 659 3,671,832
3,667,130 1,106,647 548,621
4,044,997 3,511,306 4,220,453
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City of Emmetshurg, lowa
Statement of Activities
For the Year Ended June 30, 2010

Functions/Programs

Primary government:

Governmental activities:
Public safety
Public works
Cutture and recreation
Community and economic development
General government
Interest on long-term debt and related fess
Capital outlay not included in capital assets

Total governmental activities

Business-type activities:
Solid Waste
Cametary
Total business-type activities

Total primary government

Component units
Gas Utility
Water Utility
Sanitation Utility
Total component units

Mote to statement of activities:

Program Revenues

Oparating Capital
Charges for Grants and Grants and
Expenses Servicas Contributions Contributions
3 584,221 T 445 16,112 -
876,008 - 357,329 171,613
620,084 112,873 36,284 -
419,217 1,080 115 44 962
356,523 - - -
183,831 - - -
377,971 - - 200,000
3,423,853 121,498 4043, 544 416,575
384,939 406,216 - -
25,653 20,645 - -
410,597 426,861 - -
: 3,834,445 548,359 409,844 416,575
_— —
5 2,144 474 2,246,171 - -
800,144 GOT 933 - -
735,237 647 157 - -
$ 3,679,855 _ 3,501,261 ~ -

General revenues:

Property taxes and assessments

Tax increment financing
Local option sales tax
Hotelfmotel taxes

Use of maoney and property

Miscellaneous
Transfers

Total general revenues and transfers

Change in net assels
Met assets - beginning
MNet assets - ending

The City is dredging Five Island Lake that belongs 1o the State of lowa. The City budgets the
expenditure as a capital outlay: however, the City does not include the cost of the dredging in its
capital assels because 1t doesn't own the lake and most of the lake is outside the City limits.
Therefore, capital outlay is shown as an expenditure on this statement.

The City owns the assels used for the dredging project and those assets are recorded in capital

assets on the Statement of Net Assets.

Tha City also budgets in capital projects assets for nonprofits that the City does not own.

See notes to financial statements



MNet {(Expanse) Revenus and Changes in Net Assets

Primary Government Component Units
Governmental Business-type Gas Water Sanitation
Activities Activities Tatal Lifility LUility Uity

(560,664) - (560,654) - - -
(347,064) - {347.084) - - -
{470,827 - (470,827} . - -
{373,058) - {373,056) - - -
(356,523) - {356,527) . - -
(18%,831) - {189,831) - - -
{177,971} - (177.971) - - -
{2.475,936) - {2,475,336) - - -
- 21,277 21,277 - . -
- {5,008) (5,008) - - -
- 16,269 16,269 - - -

(2,475,936) 16269 __ (2,459.667) - - -
- - - 101,697 - -
- - - - (192,211} -

- - - - - (88,080}

- - - 101,897 {192,211} {88,080)
1,365,680 - 1,365,880 - - -
288139 - 288,139 - - -
287,108 - 287,108 - - -
100,603 - 100,603 . - -
53,398 3,266 56,664 23,367 89,351 45049
1,837,189 - 1,637,189 - - -
81,170 11,800 82,970 {80,970} {6,000) (6,000}
3.813,487 15,066 3,828,553 {57.603) 3,351 {1,501}
1,337 551 31,335 1,368,886 44,094 {188,860} (89.681)
6,765,706 584,311 7,320,017 4,000,903 3,700,168 4,310,134
8,103,257 615,645 _ 8718903 _ 4044997 3,511,306 4,220,453
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City of Emmetsburg, lowa
Balance Sheat
Govarnmental Funds
June 30, 2010

ASSETS
Cash
Investments
Receivables, net of allowance for uncollectile
amounts:
Property taxes
Special assessments
Accounts
Cher
Dure from other funds
Cue from Component Unit
Due from other governments
Inventories
Total aszals
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts and contracts payable
Accrued ligbilities
Deferrad revenue
Compensated absences - current
Due to other funds
Due to Component Unit
Total liabllities
FUND BALANCES
Reserved for:
Debt service
Perpatual Care
Long-term loan receivable
Lnreserved:
Undesignated, reported in:
General fund
Special revenue funds
Capital projects funds
Total fund balances
Total liabilities and fund balances

§

Special Ravenue Dbt Service
Local Option
General Road Use Sales Tax Debt Service
Fund Tax Fund Fund Fund

445,782 188,675 263,456 1
8,204 - - 804

ass - .
451 -
204,786 - - -
843 29,580 12,8946 -
9,579 - . -
671,513 218,265 276,352 205
76,476 45,725 - .
22,259 2453 - -

33,285 14,819

3,305 g4 - -
135,325 64,081 - -
- - 805
536,188 . . -
- 154,164 276352 -
536,168 154,184 276,352 505
671,513 218,265 276,352 305

Amounts reported for governmental activities in the statement of net assets are different because;
Capital assets used in govemmental aclivitias are not finanaial resources and, therefore, are not reported in the funds, net of

accumulated depreciation of §2,723,782

Other long-term assets are not available to pay for current-period expenditures and, therefore, are deferred in the funds

Long-term special assessments receivable are not considered available to pay for current period's expenditures and reported as

deferred revenues in the funds,

Accrued interest payable, is not due and payable in the current period and, therefore, is not reported in the funds.

Insurance proceeds deferred to next year,

Bonds payable and contracts payable, are not due and payable in the current pericd and, thersfore, are not reported in
the funds, net of unamortized (premium) and discount of $(37,368).

Met assets of governmental activities

See notes to financial statements



Capital Projects

Lake South Other Total
Project Grand Governmental Govermnmental
Fuind Fund Funds Funds

312,561 - 1,066,225 2,286,700
- - 2,352 2,352

- - 9,638 19,648

- - 41,525 41,525

105 208,143 - 210,106

- - 8,333 8,794

: . - 204,786

- 335,323 - 335,323

- 356,991 80,320

- - - 8,579

312 666 544 466 1,154 964 3,179,131
1,560 17,650 48,313 190,714
1,703 - 26,415

E - 41,525 41,525

236 - - 48,340

- 186,521 18,265 204 786

7 - - 3,396

3,496 204,171 108,103 515,176

- 4,743 3,648

- - 69,1585 69,165

- 335,323 8,333 343,656

- - - 536,188

- - 218,482 649,018
308,170 4,972 746,136 1,060,280
308,170 340,285 1,048,851 2,663,955

312,666 544 466 1,154, 964

B.223,357

40,612

41,525

{18,580}

{37,837)
{2.811,775)

£ 8,103,257
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City of Emmatsburg, lowa

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
For the Year Ended June 30, 2010

Revenues:
Property taxes
Tax increment financing
Other city taxes
Licenses and permits
Usze of money and property
Intergovernmental
Charges for services
Special Assessments
Fines and forfeltures
Miscellanaous

Total revenueas

Expenditures:
Currant:
Public safety
Public waorks
Culture and recreation
Community and economic development
General government
Debt service
Capital projecls
Total expenditures
Excess (deficiency) of revenues aver
{under) expenditures

Other financing sources (uses)
Proceweds on refunding bonds
Payments on refunding bonds
Premium on refunding bonds
Transfers in
Transfers out
Total gther financing sources {usas)

Met change in fund batances

Fund balances (deficits). beginning
Fund balances, ending

See notes to financial statements

Special Revenua

Local Option
General Road Use Sales Tax Debt Service
Fund Tax Fund Fund Fund
813,830 - 78,573
147,112 . 278,491 1,786
11,518 - - -
43,884 - 24084 3ara
60,519 340,277 - -
130,418 - - .
10,149 - - -
165,035 7,975 . .
1,373,565 348,252 280,985 78,738
574,632 - - -
222,768 488 805 -
GUE, 280 - - .
86,852 - - -
353,860 - - .
- - 1,408,646
1,846,392 489 BOS - 1,409,646
(473 827) {141,553) 280,885 {1,330,804)
_ - - 1,760,000
- - (1,760,000}
- - - 63,584
516,372 125,946 - 1,253,873
{25,375} - (279,453} -
490,097 125,946 {279.458) 1,317 467
17,170 {15,607) 1,526 {13,441)
519,018 162,791 274 B26 14,346
536,183 154,184 276,352 205




Capital Projecls

Lake South Other Total
Project Grand Governmental Governmental
Fund Fund Funds Funds
- 408,587 1,300,100
- - 288,139 288,139
- - 10,403 437,792
- - 38 11,557
. 515 6,126 53,398
200,000 - 225,622 B26,418
- - 1,080 121,498
- - 20,329 20,329
n - - 10,148
50,000 844 466 535,844 1,653,320
250,000 8¢4,981 1,497,178 4,722,700
- - - 574,632
- - - 712,573
- - 12,821 821,101
- - 16,6565 103,507
- - . 53,860
- . - 1,409,645
153,538 30,8786 336,957 721372
153,539 30,876 566,433 4,486,691
96,461 B64,105 930,746 226,009
. - - 1,760,000
- - {1,760,000)
- - - 63,594
1,467 . 228,772 2,126,430
143,878 (550,278) {148,273} (2,045,260)
142,411} (550,275} (917,501} 144,764
54,050 313,830 13,245 073
255120 26,465 1,033,616 2,293,182
309,170 340,285 1,046,861 2,663,955
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City of Emmetsburg, lowa

Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balances -

Governmental Funds to the Statement of Activities

For the Year Ended June 30, 2010

Net change in fund balances - total governmental

Amounts reported for governmental activities in the Statement of Activities are
Different because:

Governmental funds report capital outlays as expenditures while
Governmental activities report depreciation expense to allocate those
expenditures over the life of the assets. Capital outlay expenditures
exceeded depreciation expense in the current year, as follows:

MNet acquisition of capital assets

Depreciation expense

Because some revenues will not be collected for several months after
the City's year end, they are not considered available revenue and are
deferred in the governmental funds, as follows:

Local option sales tax

Hotel/motel taxes

Insurance proceeds shown as income in the aovernmental funds,
but because the expense was not paid until the next year the proceeds
are considered deferred revenue

The change in long-term special assessments receivable is shown as deferred
revenue in the funds and revenue in the government- wide statements

Risk under loan guarantes expense

Proceeds from issuing long-term liabilities provide current financial
resources to governmental funds, but issuing debt increases long-term
liabilities in this Statement of Net Assets. Repayment of long-term
liabilities is an expenditure in the governmental funds, but the repayment
reduces long-term liabilities in the Statement of Net Assets. Current year
Repayments exceeded issues, as follows:

MNew debt issued

Premium on refunding notes

Repaid

Accrued interest

Amortization of premium on refunding notes

Amortization of discount on general obligation bonds

Change in net assets of governmental activites

See notes to financial statements
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370,773

513,904
(344,533)

8,617
2,623

(37.837)

{15,870}

(316,347)

{1,760,000)
{63,594)
2,984 441
(6,310)
530
(8,846)

1 p33? r551
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City of Emmetsburg, lowa
Statement of Net Assets
Proprietary Funds

June 30, 2010

ASSETS
Current assets:
Cash
Other receivables
Inventories
Prepaid insurance
Due from componet unit - customer receipts
Total current assets

Capital assets:
Land and improvements
Buildings
Equipment and vehicles
Accumulated depreciation
Total capital assets
Total assets

LIABILITIES
Current liabilities:
Accounts payable
Other payables
Compensated absences - due within one year
Total current fiabilities

NET ASSETS
Invested in capital assets, net of related debt
Unresfricted
Total net assels

See notes to financial staterments

Business-type Activities-
Enterprise Funds

Solid
Waste Cemetery Total

3 32,422 33,641 306,063
- 45 45

7,326 - 7.326
8,787 - 8,787
52,523 - 52,523
431,058 33,686 464,744

- 18,791 19,791

25,509 52 882 81,391
243,921 7,034 250,955
{155,512} {14,763} {170,275}
116,918 64,944 181,862
547,976 88,630 646,608
13,014 10,889 23,903
4,066 20 4,086
2,971 - 2971
20,051 10,909 30,960
116,818 64,944 181,862
411,007 22,777 433,784

LS 527,925 87721 615,646
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City of Emmetsburg, lowa

Statement of Revenues, Expenses, and Changes in Fund Net Asset
Proprietary Funds

For the Year Ended June 30, 2010

Business-type Activities-
Enterprise Funds
Solid
Waste Cemetery Total
Qperaling revenues:
Charges for services ¥ 406,216 14,525 420,741
Other - 6,120 6,120
Total operating revenues 408,216 20,645 426,861
Operating expenses:
Personal services 162,836 1,531 164,367
Confractual services 159,130 19,671 178,801
Supplies and eguipment 34,490 2,240 36,730
Depreciation 28,483 2,211 30,684
Total operating expenses 384,939 25,653 410,592
Operating income {loss) 21,277 {5,008} 16,269
Nonoperating revenues (expenses):
Interest revenue 2,563 703 3,266
Total nonoperating revenues (expenses) 2,563 703 3,266
Income before transfers 23,840 {4,305) 19,535
Transfers in - 11,800 11,800
Change in net assets 23,840 7,495 31,335
Met assets, beginning 504,085 80,226 584,311
Net assets, ending ] 527,925 87,721 615,646

See notes to financial statements
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City of Emmatsburg, lowa
Statement of Cash Flows
Proprigtary Funds

For the Year Ended June 30, 2010

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users
Payments to suppliers
Payments to employees
Net cash provided by (used in) operating activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Capital assats
Met cash provided by (used in) capital and related financing activities

CASH FLOWS FROM NONCAFPITAL FINANCING ACTIVITIES
Transfers from ather funds
Met cash provided by (used in} noncapital financing aclivitles

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received on investments
Met increase (decrease) in cash

CASH BALANCES, Beginning
CASH BALANCES, Ending

Reconciliation of operating income (loss) to net cash provided by {used in)
operating activities:
Operating income {loss)
Adjestments to reconcile operating income
to net cash provided by operating activities:
Depreciation
Change in assets and liabilities:
{increase) decreasze in:
Customer and other recelvables
Inventaries
Prepaid insurance
Cue from component unil - customer receipls
Increase (decrease) in accounts payable, accrued and other liabilities
Net cash provided by operating activities

See notes 1o financial siatements
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Business-type Activities-

Enterprisa Funds

Solid Waste Cemetery Total
353,693 20,645 374,338
{195,082y (17,206} {212.288)
{163,603} {1,531} (165,134}

(4,992} 1,908 {3.084)
= {20,658 {20 668}
{20,658) {20,668}

- 11,800 11,800

- 11,800 11,600

2,563 703 3,266
{2,429) {6.257) {8,686)
364,851 35,898 404,748
362i42‘2 33,641 06 063
21,277 (5.008) 16,269
28,483 221 30,694
- (45} {45)

3,325 - 3325
(2, 598) - (2,508)
{52,523) - (52,523)
{2.958) 4,750 1.794
(4,992) 1,908 {3,084)
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Note 1. Summary of Significant Accounting Polices

A, Reporting Entity

The City of Emmetsburg is a municipal corporation governed by an elected mayor and
six-member council. As required by accounting principles generally accepted in the
United States of America, these financial statements present the City and its component
units, entities for which the City is considered to be financially accountable. The discretely
presented component units are reported in a separate column in the combined financial
statements to emphasize that they are legally separate from the City. The discretely
presented gas, water, and sanitation utilities each have a June 30 year end.

Discretely Presented Component Units, The gas, water, and sanitation utilities serve all
the citizens of the City and are governed by a five-member board appointed by the
mayor of the City of Emmetsburg. The rates for user charges and bond issuance
authorizations are approved by the City Council, and the legal liability for the general
obligation portion of the Utilities' debt remains with the City.

Complete financial statements for the Utilities may be obtained at the
administrative offices.

Emmetsburg Municipal Utilities

2021 Main Street
Emmetsburg, lowa 50536

Jointly Governed Organizations. The City also participates in a jointly governed
organization for which the City is not financially accountable or that the nature and
significance of the relationship with the City are such that exclusion does not cause the City's
financial statements to be misleading or incomplete. The Mayor and Police Chief are
members of the Palo Alto County Joint E911 Service Board. The City also participated with
lowa Lakes Community College in the operation of the community library and wellness center.
The City has recorded its share of the expense in the governmental fund. The community
wellness center and library is an asset of the College and its audit is included in the college
audit.

B. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the
statement of activities) report information on all of the activities of the primary govermment
and its component units. For the most part, the effect of interfund activity has been
removed from these statements. Governmental activities, which normally are supported by
taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely fo a significant extent on fees and charges for support. Likewise, the
primary government is reported separately from certain separate component units for
which the primary government is financially accountable.

The statement of net assets presenis the assets and liabilities, with the difference
reported as net assets. Net assets are reported in three categories.
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Invested in capital assets, net of related debt consists of capital assets, net of accumulated
depreciation and reduced by outstanding balances for bonds, notes, and other debt that
are attributed to the acquisition, construction, or improvement of those assets.

Restricted net assets result when constraints placed on net asset use are either
externally imposed or imposed by law through constitutional provisions or enabling
legistation.

Unrestricted net assets consist of net assets that do not meet the definition of the two
preceding categories. Unrestricted net assets often have constraints on resources that
are imposed by management, but can be removed or modified.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those
that are clearly identifiable with a specific function or segment. Program revenues
include 1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function or segment and 2)
grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly
included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds and proprietary
funds. Major individual governmental funds and major individual proprietary funds are
reported as separate columns in the fund financial statements. All remaining
governmental funds are, aggregated and reported as other governmental funds.

C. Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund
financial statements, Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of the related cash flows. Property
taxes are recognized as revenues in the year for which they are levied.

Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues
are recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 60 days of the
end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as
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expenditures related to compensated absences and claims and judgments, are
recorded only when payment is due.

Property taxes, franchise taxes, licenses, interest, fines and forfeitures, and special
assessments are susceptible fo accrual. Sales taxes collected and held by the state
at year-end on behalf of the City are also recognized as revenue. Other receipts and
taxes become measurable and available when cash is received by the City and are
recognized as revenue at that time.

Entitlements and shared revenues are recorded at the time of receipt or earlier if the
susceptible to accrual criteria are met. Expenditure-driven grants are recognized as
revenue when the qualifying expenditures have been incurred, all other grant
requirements have been met, and the criteria for accrual has been met.

The City reports the following major governmental funds:

The general fund is the City's primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for
in another fund.

The road use tax fund accounts for state revenues allocated to the City to be
used to maintain and improve the City's streets.

The local option sales tax fund accounts for taxes collected and expenditures
in accordance with the ballot issue. 80% is to be extended for streets,
infrastructure and other essential corporate purposes, and 20% for community
betterment.

The debt service fund accounts for taxes levied in the payment of City debt.

The lake project fund accounts for the dredging of Five Island Lake. The lake
is an asset of the State of lowa.

The South Grand fund accounts for repairs to South Grand Street following a
a recent major improvement,

The City reports the following major proprietary funds:
The solid waste fund accounts for the City garbage collection.

Private-sector standards of accounting and financial reporting issued prior to
December 1, 1989, generally are followed in both the government-wide and
proprietary fund financial statements to the extent that those standards do not
conflict with or contradict guidance of the Governmental Accounting Standards
Board. Governments also have the option of following subsequent private-sector
guidance for their business-type activities and enterprise funds, subject to this same
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limitation. The government has elected not to follow subsequent private-sector
guidance.

As a general rule the effect of interfund activity has been eliminated from the
government-wide financial statements. Exceptions to this general rule are payments
between the government's component unit and various other functions of the
government. Elimination of the charges would distort the direct costs and program
revenues reported for the various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants
for goods services, or privileges provided, 2) operating grants and contributions, and
3) capital grants and contributions. General revenues do not include ali taxes. The
taxes are recorded as a liability and submitted to the taxing authority from the liability
account.

Proprietary funds distinguish operating revenues and expenses from nonoperating
items. Operating revenues and expenses generally result from providing services and
producing and delivering goods in connection with a proprietary fund's principal
ongoing operations. The principal operating revenue of the solid waste fund and
cemetery funds are charges to customers for services. Operating expenses for
enterprise funds include the cost of services, administrative expenses, and depreciation
on capital assets. All revenues and expenses not meeting this definition are reported as
nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the
government's policy to use restricted resources first, then unrestricted resources as
they are needed.

D. Assets, Liabilities, and Net Assets or Equity

1. Deposits and Investments

The City's cash and cash equivalents are considered to be cash on hand, demand
deposits, and short-term investments with original maturities of three months or
less from the date of acquisition.

State statutes authorize the City and the Utility to invest public funds in obligations
of the United States government, its agencies and instrumentalities; certificates of
deposit or other evidences of deposit at federally insured depository institutions
approved by the City Council; prime eligible bankers acceptances; certain high-rated
commercial paper; perfected repurchase agreements; certain registered open-end
management investment companies; certain joint investment trusts; and warrants
or improvement certificates of a drainage district. Investments of the City and Utility
are reported at fair value. Due to legal and budgstary reasons, the General
Fund is assigned a portion of the investment eamings associated with the Road Use
Tax fund. The Cemetery fund is assigned the investment earnings associated with
the Cemetery Perpetual Care Fund. Due to budgetary and policy reasons the General
Fund is assigned a portion of the investment earnings assaciated with the Employee
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Benefit Fund, Capital Improvements Revolving Fund and the Lake Project Fund. The
City transfers the interest from the General Fund to the Lake Project Fund in the form
of a transfer.

2. Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as either "due to/from other
funds” (i.e., the current portion of interfund loans).

All trade and property tax receivables are shown net of an allowance for
uncollectibles. The City uses the direct write off method that does not materially differ
from generally accepted accounting principles.

The County Treasurer bills and collects taxes for the City. Taxes for the year ended
June 30, 2010, were certified with the County during the preceding fiscal year and
were due in two equal installments by September 30, 2009 and March 31, 2010. On
July 1, 2009 the taxes were levied by the County and became an enforceable lien
against property. Any County collections on the 2009-2010 tax levy remitted to the
City within sixty days subsequent to June 30, 2010, are recorded as property tax
revenues. Taxes not collected and remitted to the City within sixty days subsequent to
June 30, 2010, are delinguent but have not been recorded as receivables and
deferred revenue due to their immateriality.

By statute, the City is required to certify its budget in March of each year for the
subsequent fiscal year. However, by statute, the tax asking and budget certification
for the following fiscal year becomes effective on the first day of that year.
Although the succeeding year property tax receivable has been recorded, the
related revenue is deferred and will not be recognized as revenue until the year for
which it is levied.

3. Inventories and Prepaid ltems

Inventories in the governmental fund types are valued at cost using the first-in/first-
out method. The costs of governmental fund type inventories are not recognized as
expenditures when purchased as required by generally accepted accounting
principles. The cost is recognized as expenditures when consumed. However, the
amount is not material to the financial statements.

Inventories in the proprietary fund types are valued at the lower of first-inffirst-out cost
or market. The cost of proprietary fund type inventories are recognized as expenses
when consumed.

4. Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g.,
roads, bridges, sidewalks, and similar items), are reported in the applicable
governmental or business-type activities columns in the government-wide statement
of net assets. Capital assets are defined by the government as equipment with initial,
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individual cost of $1,000 or greater or a purchase of land, land improvements, building,
or infrastructure with a value of $5,000 or greater and an estimated useful life of
greater than one year. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair market value at the date of donation. The City did not maintain a capital
assets record prior to the adoption of GASB 34. The City estimated the cost of
buildings, equipment, vehicles and accumulated depreciation based on approximate
date of purchase. Land related to parks, airport etc. has not been estimated.

The costs of normal maintenance and repairs that do not add to the value of the
asset or materially extend asset lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are
constructed. Interest incurred during' the construction phase of capital assets of
business-type activities are not included as part of the capitalized value of the assets
constructed.

Capital assets are depreciated using the straight-line method over the following
estimated useful lives:

Machinery and equipment 5-15 years
ehicles 5-10 years
Improvements 15-20 years
Infrastructure 25-40 years
Buildings 20-50 years

5. Compensated Absences

City employees accumulate vacation and comp-time hours for subsequent use or for
payment upon termination, death, or retirement. Earned vacation pay may be paid
upon termination of employment. The liability for compensated absences is recorded
as current in the government-wide statements since historical trends indicate none
are long-term.

The compensated absence liability has been computed based on rates of pay in
effect on June 30, 2010.

6. Long-term Obligations

In the government-wide financial statements and proprietary fund financial statements,
long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type
statement of net assets. Bond premiums and discounts are deferred and amortized
over the life of the bonds using the straight-line method. Bonds payable are reported
net of the applicable bond premium or discount.
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Note 2.

In the fund financial statements, governmental fund types recognize bond premium
and discounts, as well as bond issuance costs, during the current period. The face
amount of debt issued is reported as other financing sources. Premiums on debt
issuances are reported as other financing sources while discounts on debt issuances
are reported as other financing uses. Issuance costs, whether or not withheld from the
actual debt proceeds received, are reported as debt service expenditures.

7. Fund Equity

In the fund financial statements, governmental funds report reservations of fund
balance for amounts that are not available for appropriation or are legally restricted by
outside parties for use for a specific purpose. Designations of fund balance represent
tentative management plans that are subject to change.

Stewardship, Compliance, and Accountability

A. Budgetary information

The City prepares and adopts an annual budget on a function basis for the City as
a whole, rather than at the fund level, as prescribed by lowa statutes. The State of
lowa mandates that annual budgets for the fiscal year beginning July 1 be certified
to the County Auditor no later than March 15 preceding the beginning of the fiscal
year. The review and adoption of the budget for the City is in accardance with state
laws and City budget pracedures as stated in City Code, and amended by ordinance
adoption thereafter. Budget proposals for all operating department requests are
conducted by the Finance Officer who prepares, for the Council's, a preliminary budgst
during the month of February of each year for the coming fiscal year. The budget
proposal presented to the City Council by the Mayor and City Clerk is a complete
financial plan for the upcoming fiscal year. The City Council holds various budget
meetings with the Mayor, City Clerk, department heads, and boards and commissions,
as well as holding a public hearing prior to adopting the budget. The Council adopts the
budget by resolution and cerlifies it to the County Auditor by the 15th of March
preceding the beginning of the fiscal year. This budget becomes the appropriation
for operations of the City.

The adopted budget presents expenditures in eight functions - Public Safety, Public
Works, Culture and Recreation, Community and Economic Development, General
Government, Debt Service, Capital Projects, and Business-type Activities. The
legal level of control (the level on which expenditures may not legally exceed
appropriations) is the function level. Appropriations as adopted lapse at the end of
the fiscal year.

Amendments to the City budget are considered annually as funding sources are
available. Management is not authorized to amend the budget or to make budgetary
transfers between functions without the approval of the City Council. An additional
levy of property taxes is not allowed, by state law. The City budget for the current
year may be amended for any of the following purposes:
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+ To permit the appropriation and expenditure of unexpended, unencumbered
fund balances on hand at the end of the preceding fiscal year.

« To permit the appropriation and expenditure of amounts anticipated being
available from sources other than property taxation.

+ To permit transfers between funds as prescribed by state law.
« To permit transfers between functions.

The Council adopts the amended budget by resolution and certifies it to the County
Auditor by May 31 of the budget year. The amended budget becomes the
appropriation for operations of the City. The City Council adopted two budget
amendment resolutions during the year ended June 30, 2010.

Encumbrance accounting is employed in governmental funds. Encumbrances (e.g.,
purchase orders, contracts) outstanding at year-end are reported as reservations of
fund balance and do not constitute expenditures or liabilities because the
commitments will be reappropriated and honored during the subsequent year.

Due to the emphasis placed on monitoring budgets, as a result of limited resources
to provide City services, major classifications such as personal services, capital
outlays, contractual services, and commodities are monitored throughout the year by
the City Clerk.

Monthly reports are prepared by department and activity. Any major deviations must
be approved by the City Council. While the legal level of control is the program level
of expenditure, departments are responsible for not expending more than the amount
of the appropriation for each activity within their area of responsibility, unless
approved by the City Coungil.

The City budgets all revenues, expenditures and expenses, and interfund and
intrafund transfers on the modified accrual basis. The budget amounts included in this
report are the final modified accrual basis budget for the year for all funds. Budgeted
interfund transfers and intrafund transfers have been eliminated in the statement of
budgetary comparison schedule of revenues, expenditures/expenses and changes in
fund balances - budget and actual.

individual fund budgets are, in all cases where appropriations are required, the
same as the appropriation amounts. In the case of the General Fund and most of
the special revenue funds, unexpended budgeted amounts lapse at the end of the
budget year.
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Note 3. Detailed Notes on All Funds

A, Deposits and investments

The City's deposits in banks at June 30, 2010 were entirely covered by federal
depository insurance or by the State Sinking Fund in accordance with Chapter
12C of the Code of lowa. This chapter provides for additional assessments
against the depositories to insure there will be no loss of public funds.

The City is authorized by statute to invest public funds in obligations of the United
States government, its agencies and instrumentalities; certificates of deposit or
other evidences of deposit at federally insured depository institutions approved
by the City Council; prime eligible bankers acceptances; certain high rated
commercial paper; perfected repurchase agreements; certain registered open-end
management investment companies; certain joint investment trusts; and
warrants or improvement certificates of a drainage district.

The City received as a donation insured registered corporate stock with a book
value of $2,041. No determination of the market value of this stock has been
determined.

The City had no investments meeting the disclosure requirements, of
Governmental Accounting Standards Board Statement No. 3, as amended by
Statement No. 40.

Interest rate risk: The City's investment policy limits the investments of
operating funds (funds expected to be expended in the current budget year of
within fifteen months of receipt) in instruments that mature within 397 days.
Funds not identified as operating funds may be invested in instruments with
maturities longer than 397 days, but the maturities shall be consistent with the
needs and use of the City.

Credit risk: The City's investment policy does not allow investments in
commercial paper, other corporate debt, commercial paper or other corporate debt
during the year.

Concentration of credit risk: The City's investment policy does not allow for a prime
bankers' acceptance or commercial paper and other corporate debt balances.

Custodial credit risk — deposits: In the case of deposits, this is the risk that in the
event of a bank failure, the government's deposits may not be returned to it. The
City's deposits are entirely covered by federal depository insurance or by the State
Sinking Fund in accordance with Chapter 12C of the Code of lowa.

This chapter provides for additional assessments against the depositories to
insure there will be no loss of public funds.
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Custodial credit risk — investments: For an investment, this is the risk that, in the
event of the failure of the counterparty, the government will not be able to recover the
value of its investments or collateral securities that are in the possession of an
outside party.

The component units' deposits were entirely covered by Federal depository
insurance and by a multiple financial institution collateral pool in accordance with
Chapter 12C of the Code of lowa. This chapter provides for additional assessments
against the depositories to insure there is no loss of public funds.
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B. Capital Assets

Capital asset activity for the year ended June 30, 2010 was as follows:

Primary Government

Governmental activities:

Asset costs

Land and land improvements

Machinery and equipment,

Vehicles

Buildings

infrastructure

Construction in progress
Total asset costs

Less accumulated depreciation
Machinery and equipment,
Vehicles
Buildings
Infrastructure

Total accumulated depreciation

Governmental activities, capital
assets, net

Business- type activities:

Asset costs

Land and land improvements

Machinery and equipment,

Vehicles

Buildings

Construction in progress
Total asset costs

Less accumulated depreciation
Land and improvements
Machinery and equipment,
Vehicles
Buildings

Total accumulated depreciation

Business- type assets, net

Balance Balance
July 1, 2008 Additions Deletions June 30, 2010

27,920 4,542 32,462
2,650,323 269,012 (10,000} 2,909,335
1,050,824 97,306 - 1,148,320
4 868,244 1,730,548 - 6,598,792
1,845 832 96,214 (1,683,809) 258,237
10,443,243 2197712 {1,693,808) 10,947,146
1,591,481 167,953 {10,000) 1,749,434
374,805 31,209 - 406,014
422 970 145,371 - 568,341
2,389,256 344,533 {10,000) 2,723,789
8,053,987 1,853,179 (1,683,808) 8,223,357

Balance Balance

July 1, 2009 Additions Deletions June 2010

19,791 - - 19,791
250,955 - - 250,955
31,302 50,089 - 81,3901
29,420 - (29,420) -
331,468 50,089 (29,420) 352,137
3,538 696 - 4234
125,305 28,606 - 153,911
10,738 1,392 - 12,130
139,581 30,694 - 170,275
191,887 19,395 (29,420) 181,862
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Depreciation expense was charged to funclions/programs of the primary government as follows:

Governmental activities:

Public safety 3 39,690
Pubtic works 227,408
Culture and recreation 69,516
Community and economic development 863
General government 7,048
Total depreciation expense-governmental funds 3 344,533

Business- type activifies:

Solid waste ] 28,483
Cemetery 2,211
L 30,694

Canstruction commitments

The City has active construction projects as of June 30, 2010, At year-end the City's
Commitments with contractors are as follows:

Governmental activities:

Project Extended

Authorization To Date

Monroe Street 5 A 64,008
Alrport Taxiline 215874 120,277
Airport Layout 127,373 29,912
Airport environment assessment 59,447 44 040
$ 402,694 258,237

A Postponed

34



Discretely Presented Component Units

Balance Balance
July 1, June 30,
2009 Additions Deletions 2010
Gas department:
Land % 1,039 - - 1,039
Structures and plant 336,535 3,520 340,055
Distribution system 1,154,092 - - 1,154,092
Equipment, meters and mains 843,164 8,201 - #52,365
total asset costs 2,334,830 12,721 2,347,551
Less accumulated depreciation {1,589,653) (58,298) - {1,857,851)
Gas department assets, net $ 735,177 (45,577) 688,600
Water Department:
Land 3 67,067 - - 67,067
Structures and plant 3,942 440 - - 3,942,440
Distribution system 2,004,823 - - 2,004,823
Eguipment, meters and mains 1,012,809 128,441 - 1,141,250
total asset costs 7.027,139 128,441 7,155,580
Less accumulated depreciation {2,211,023) (217,898} - (2,428,821}
Water department assets, net $ 4,816,116 (89,457) - 4,726,659
Sanitation Department:
Land b 84,542 - - 84,542
Structures and plant 4352104 1,192,438 - 5,544,547
Distrbution system 1,850,102 61,065 - 1,711 167
Equipment, meters and mains 1,696,643 20,898 - 1,726,541
total asset costs 7,783,391 1,283,401 - 9,066,792
Less accumulated depreciation (3,278,090} (192,259} (3,470,340}
4,505,301 1,091,142 - 5,506,443
Construction in progress 26,689 - {26,689} -
Sanitation department assets, net 5 4 531,980 1,081,142 {26,689) 5,586,443

No detailed depreciation schedule or continuing property record is maintained.

Consequently, it is impossible to use generally accepted accounting principles for
retirements or abandonment of capital assets. Salaries paid for plant investment have been
expensed at the time of payment. Vehicle expense and overhead related to construction is
not capitalized. Under generally accepted accounting principles, salaries, vehicle expenses
and overhead should be capitalized.

C. Long-term Debt

General Obligation Bonds

Unmatured general obligation bonds totaling $2,292,368,net of unamortized premium,
unamortized discount and unamortized deferred amount on refunding, are outstanding
as of June 30, 2010, These bonds bear interest with rates ranging from 3.00% to
4.50%,; mature in varying annual amounts through June 1, 2020; and were originally
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issued for $2,430,000. Annual debt service requirements to maturity for general obligation
bonds are as follows:

Year Ending Governmental Activities
June 30, Principal Interest
2011 3 305,000 79,266
2012 320,000 65,430
2013 330,000 55,115
2014 340,000 44 375
2015 295,000 33,300
2016 - 2020 665,000 61,925
Total $ 2,255,000 339,411

Tax increment Financing Agreements

An Emmetsburg, lowa company has constructed public infrastructure located in the North
Urban Renewal Area. in recognition of the companies obligation the City agreed to make
payments on December 1 and June 1 of each fiscal year, beginning December 1, 2004,
and continuing or nine additional fiscal years there after, or until the total principal of
$300,000 has been paid, whichever occurs first. Incremental property taxes are produced
by multiplying the consolidated property tax levy times the incremental valuation of the
property, then subtracting debt service levies of all taxing jurisdictions, subtracting the
school district physical plant and equipment levy and subtracting any other levies, which
may be exempt from such calculation by action of the lowa General assembly. Future
years payment amounts are unknown. $127,738 remains outstanding as of June 30, 2010,

A Palo Alte County Company has constructed public infrastructure located in the South
Urban Renewal Area. In recognition of the Company's obligation the City agreed to make
ten semi-annual tax increment payments in the aggregate principal amount of $105,000
plus interest at 8.30% per annum, maturing June 1, 2012. $49,578 remains outstanding
as of June 30, 2010. Annual debt service requirements to maturity for the tax increment
financing agreement are as follows:

Year Ending Governmental Activities

June 30, Principal Interest
2011 $ 23,781 3,632
2012 25,797 1,617
Total $ 49,578 5,249

Risk under loan guarantee

The City is obligated under a 50% loan liability guarantee related to the financing for the
purchase of 58 acres of land for a business park by the Emmetsburg Community
Development Corporation (ECDC). The guarantee is for 50% of a $685,000 direct and
indirect loan from USDA Rural Development and lowa Trust and Savings Bank, including
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50% of interest due on those loans. During the year ended June 30, 2010, ECDC was
unable to service the debt and the City assumed $316,347 of the loan, which was recorded
as expense in the community and economic development program in the statement of
activities. The loans under the guarantee are as follows:

$485,000 USDA Rural Development, due in annual payments of $699 - $27,055 to
November 7, 2040 and interest at 4.125%. The loan balance at June 30, 2010 totaled
$220,223.

$200,000 lowa Trust and Savings Bank, due in annual payments of $4,323 - $16,430 to
November 5, 2032 and variable interest at 6.75%. The loan balance at June 30, 2010
totaled $91,511.

Annual debt service requirements to maturity for Risk under loan guarantee are as follows:

Year Ending Governmental Activities
June 30, Principal Interest
2011 5 2,510 15,517
2012 6,270 15,088
2013 6,584 14,775
2014 6,924 14,435
2015 7,282 14,076

2015-2041 282,164 180,781
$ 311,74 254,672

Future payments on these two loans, if any, made by ECDC will be recorded as income in
the statement of activities.

As of June 30, 2010, the outstanding general obligation debt of the City did not exceed its
legal debt margin computed as follows:

Estimated Actual valuation of taxable property with the City $ 169,158,388

Debt limit - 5% of total actual valuation $ 8,457,919
Debt applicable to debt limit:

General obligation bonds 2,255,000
Legal debt margin b 6,202,919

All tax-exempt debt issued by the City is subject to IRS arbitrage rebate unless the City
meets the $5 million small issuers exemption in a given year. As of June 30, 2010, the
City had no arbitrage liability.
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Debt Summary

Following is a summary of the City's debt transactions for the year ended June 30, 2010,
and the total bonded indebtedness of the City as of that date.

Governmental Activities:

General obligation bonds:
$475,000 corporate purpose

$1,050,000 corporate purpose
$670,000 street improverment

$1,165,000 GO corporate

purpose bond anticipation notes

Series 2008

$750,000 general obligation
corporate purpose bond

anticipation notes, series 20088

$1,760,000 corporate purpose

and refunding notes, series 2010

Add unamortized premium
Less unamortized discount
Less unamortized deferred
amount on refunding

Tax increment financing:
Medium lake development
Housing development

se purchase a ent:

Risk under loan quarantee
USDA Rural Development

lowa Trust and Savings Bank

Governmental activity total
Long - term debt

Date Balance Balance
of July1, Incurred/ Redeemed/ June 30,
Issue 2009 lssued Issued 2010
2004 255,000 - {255,000) -
2005 690,000 - {890,000) -
2006 555,000 - (60,000} 495,000
2008 1,165,000 - (1,165,000) -
2008 750,000 {750,000) -
2010 - 1,760,000 - 1,760,000
3,415,000 1,760,000 {2,920,000) 2,255,000
- 63,584 {530) 63,064
34,548 - {26,122) 8,426
- 24,904 (7.634) 17,270
3,380,452 1,798,690 {2,886,774) 2.282 368
2003 158,606 - {30,868) 127,738
2006 71,502 - (21.824) 49,578
230,108 - (52,792) 177,316
2009 13,347 {13,347)
2010 - 222,409 {2,186) 220,223
2010 - 93,838 {2,427} 21,511
- 316,347 {4,613) 311,734
3,623,807 2,115,037 {2,957 526} 2,781,418
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Component Unit Debt Information:

Revenue Bonds and Installment Agreements — Water and Sanitation Utility

The Series 1998A, 1998B, 2005MCB0R, 2005, 2009A and 2009B revenue bonds and lowa
Finance Authority Loan and Disbursement Agreement require annual principal payments, due
December 1, and semi-annual interest payments, due June 1 and December 1. Interest
rates throughout the term of the bonds are in a range between 3.00% and 4.23%. The lowa
Finance Authority Loan and Disbursement Agreement interest rate is 0%. The bonds are
secured by the future net revenues of the Utility.

Risk under loan guarantee — Gas Utility

The Utilities is also obligated under a 50% loan liability guarantee related to the financing for the
purchase of 58 acres of land for a business park by the Emmetsburg Community Development
Corporation (“ECDC").. The guarantee is for 50% of a $685,000 direct and indirect loan from
USDA Rural Development and lowa Trust and Savings Bank, including 50% of interest due on
those loans. During fiscal 2010, ECDC was unable to service the debt and the Ultilities assumed
50% of the loan liabilities, which were recorded as a non-operating risk under loan guarantee
expense of $316,347.

Long-term debt matures and bears interest as follows:

Year Ending
June 30, Principal Interest Total
2011 $ 201,892 136,615 338,507
2012 225,503 138,505 362,008
2013 230,694 129,615 360,309
2014 240,937 126,452 367,389
2015 247225 115,172 362,397
2016-2041 3,412,094 805,773 4,217,867

$ 4,558,345 1,450,132 6,008,477
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Debt Summary — Water and Sanitation Utility

Long-term debt activity for the year ended June 30, 2010 was as foliows:

Balance Balance
July 1, incurred/ Redeemed/ June 30,
2000 |ssued Paid 2010
Revenue bonds:
Water Utility:
Series 2005 $ 2,434,000 - 112,000 2,322,000
Sanitation Utility:
Serles 1098A 190,000 - 20,000 170,000
Series 10988 102,000 - 10,000 92,000
Series 2005 MCB0R 505,001 - 25,000 480,000
Series 2000A - 762,611 - 762,611
Series 20098 - 420,000 - 420,000
Total revenue bonds 3,231,000 11828611 167,000 4,246,611
Sanitation Utitity:
Loan and disbursement -
agreemen 50,000 - 50,000
Gas Utility:
Risk under loan guarantee
USDA Rural Development . 222 409 2,186 220,223
lowa Trust and Savings Bank - 93,938 2,427 81,511
Total long-term debt $ 3,281,000 1,408,958 221613 4,558,345

D. Due to Component Unit

The City issued the Emmetsburg Municipal Utilities a $40,000 Urban Renewal Tax
Increment Revenue Bond dated October 11, 2008. Principal on this bond shall bear
interest at the rate of 4% per annum. The bond is due in 20 equal semi-annual
instaliments of $2,508 each December 1 and June 1, commencing December 1, 2007.
The bond matures on June 1, 2017. The June 30, 2010 balance is $30,357.

The long-term due to Component Unit and due from Primary Govemment is as follows:

Year Ending Governmental Activities

June 30, Principal Interest
2011 § 3.839 1,176
2012 3,994 1,021
2013 4155 858
2014 4,323 602
2015 4,498 517

2015-2017 8,548 482

$ 30,357 4,747
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E. interfund Transactions

The following transfers represent individual fund interfund transfers as stated in the

Fund Financial Statements.
Transfer To

Transfer From

General Fund

Road Use Tax Fund

Debt Service Fund

Lake Project Fund

Non-major Governmental Funds

Local Option Sales Tax Fund
Non-major Governmental Funds

Local Option Sales Tax Fund
Non-major Governmental Funds

Local Option Sales Tax Fund
Lake Project Fund

South Grand Fund

Non-major Governmental Funds

General Fund

General Fund

Local Option Sales Tax Fund
Lake Project Fund
Non-major Governmental Funds

Total

$

Amount

74,087

442,285
516,372

33,750
92,196

125,946

70,372
37,691
550,275

595,535
1,253,873

1,467

23,908
101,250
6,187
16,257

147,602
2,045,260

Transfers are used to (1) move revenues from the fund that statute or budget requires to
collect them, to the fund that statute or budget requires to expend them, (2) move debt
service payments from general fund, capital projects funds or special revenue funds to the
debt service fund as debt service payments come due, (3) to move Interest receipts for
the lake project fund for interest earned on its investments and deposited in the general
fund by City policy, and (4} to move funds to and from various capital projects funds for the
purchase or construction of new capital assets.
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Note 4.

F. Interfund Balances

Individual interfund receivables and payable balances by fund type as of June 30, 2010
were stated in the fund financial statements as follows:

Fund Receivable Payable

General Fund $ 204,786 -

South Grand - 186,521
Nonmajor Governmental Funds - 18,265
$ 204,786 204,786

Other Notes

A. Retirement Systems
IPERS

The City contributes to the lowa Public Employees Retirement System {IPERS)
which is a cost-sharing, multiple-employer defined benefit pension plan administered by
the State of lowa. IPERS provides retrement and death benefits, which are established by
State statute to plan members and beneficiaries. IPERS issues a publicly available financial
report that includes financial statements and required supplementary information. The
report may be obtained by writing to IPERS, P.O. Box 9117, Des Moines, lowa, 50306-
9117.

Plan members are required to contribute 4.30% of their annual covered salary (6,14%
for police) and the City is required to contribute 6.65% of annual covered payroll (9.20%
for police). Contribution requirements are established by State statute. The City's
contributions to IPERS for the years ended June 30, 2010, 2009 and 2008 were
$73,761, $64,505 and $54,282 respectively, equal to the required contributions for each
year.

Deferred Compensation Plan

The City offers a deferred compensation plan for its employees under IRS Code Section
457. The City plan is invested in ING through the Financial Center in Emmetsburg, lowa.

B. Other Employee Benefits

The City maintains hospitalization and life insurance coverage for all of its full-time
employees. The City pays all costs of the basic insurance. The City also partially self-
insures a portion of the health insurance through a medical reimbursement plan. The
City had no material claims incurred but not reported as of June 30, 2010.
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C. Related Party Transactions

The Component Unit bills and collects for garbage and recycling services provided for
by the Solid Waste Fund to its residents. During the year ended June 30, 2010, the
Compaonent Unit collected $404,763 in fees for the Solid Waste Fund.

The amounts due from the Component Unit at June 30, 2010, were as follows:

Fund Receivable Payable
Primary Government:
South Grand Fund $ 335323 -
General Fund - 3,305
Road Use Tax Fund - 84
Lake Project Fund - T
Solid Waste Fund 52,714 191

$ 388,037 3,587

Component Unit:
Gas Utility $ 2,106 43,141
Water Utility 645 172,512
Sanitation Utility G645 172,384

$ 3,396 388,037

The Component Unit did not record the $191 due from the
Solid Waste Fund.

D. Risk Management

The City is exposed to various risks of loss related to torts; theft; damage to and
destruction of assets; errors and omissions; injuries to employees; and, natural
disasters, These risks are covered by the purchase of commercial insurance. The City
assumes liability for any deductibles and claims in excess of coverage limitations.
Settled claims from these risks have not exceeded commercial insurance coverage in
any of the past three fiscal years.

E. Other Postemployment Benefits (OPEB)

The City operates a single-employer retiree benefit plan, which provides
medical/prescription drug benefits for retirees and their spouses. There are seventeen
{17} active and no retired members in the plan. Participants must be age 55 or older at
retirement. The benefits are provided through a fully-insured plan with Wellmark Blue
Cross Blue Shield of lowa. Retirees under age 65 pay the same premium for the
benefits as active employees and retirees are required to reimburse the City for any
premiums paid under the plan. The contribution requirements of plan members are
established and may be amended by the City.
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The City did not implement GASE Statement No. 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits other Than Pensions. This is a
departure from Generally Accepted Accounting Principles. The Amount by which this
departure would affect liabilities, net assets and expenses is not reasonably
determinable.

F. Insurance Recovery

The City received $46,323 for hail damage during the year. The City expended $8,486
for repairs for the year ended June 30, 2010. Therefore, the City has deferred $37,837
in the statement of net assets — succeeding year unearned revenue.

$46,323 is recorded in miscellaneous income in the statement of revenues,
expenditures, and changes in fund balances.

G. Governmental Accounting Standards Board Statements

The Governmental Accounting Standards Board (GASB) has issued one statement not
yet implemented by the City of Emmetsburg. The statement, which might impact the City
is as follows:

Statement No. 54, Fund Balance Reporting and governmental Fund Type Definitions
issued February 2009, will be effective for the year ending June 30, 2011, This
statement establishes new standards for fund balance classifications based primarily on
the extent to which a government is bound to observe constraints imposed upon the use
of the resources reported in governmental funds.

The City’s management has not yet determined the effect this statement will have on the
City's financial statements.
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City of Emmetsburg, lowa

Budgetary Comparison Schedule - Function Budget
For the Year Ended June 30, 2010

Revenues:
Propery taxes and sssessments
Tax Increment fingncing
Other Cily taxes
Licenses and permits
Lise of maney and property
Intergovernmental
Charges for services
Special assessments
Miscellaneous

Total revenues

Expendilures:
Current:
Public safaty
Public works
Culiure and recreation

Community and econamic development

General government
Debt service
Capilal projects
Business-lype
Total expendifuras

Excess (deficiency) of revenuas over (under) expenditures

expenditures

Other financing sourcas (uses):
Proceads on refunding bands
Payments on refunding bonds

Premium on refunding on bonds

Transfers in
Transfers cul

Total other financing sources {uses)

Excess (deficiency) of revenues and ather financing sources
over (under) expenditures and other financiang uses

Fund balances, beginning
balance, ending

See notes o the required supplementary information.

Budgeted Amounts Variance with
_Final Budgel-_
Original Final Actual Amounis {Megative)

5 1,293 035 1,293,035 1,300,100 7.065
286,755 286,755 288,138 1,384
445,066 433,666 437,792 4,126

32,255 36,2585 11,557 (24,658}
174,515 175,740 83,781 {51,958}
1,848,011 1,439,656 526,418 (613, 238)
5,308,749 5,275,498 4,043 500 (1.231,909)
23,000 23,000 20,329 {2871)
83,300 88827 1.668,589 1,570,982
9,584 6386 9,062,233 5.691.205 {371,028)
570,051 576,163 574632 1,531
674,485 756,409 T12573 43,838
601,165 654 G253 621,101 33,822
222,180 228 185 103,507 125,678
344,725 350,825 353 860 6,965
414,352 3,161,422 1,409 646 1,751,778
1,672 650 1,087 981 721,372 366,588
4 B7T 131 5,069,881 4,090 447 979,434
G 376, 740 11,896,768 8.557.138 3,208 631
gIT.Qﬂﬁ {2,834,536) 104,087 2838603
- 1,760,864 1,760,000 {9,864}
- - (1,760,000 (1,760,000}
- - 63,504 63,594
1,186,235 2,751,171 2,138,230 (612,941}
{1,186,235) {2,550,841) (2.138,230) 412,711
- 1,970,004 63,554 {1,808.500)
217,948 {864, 442) 167661 1032103
13,908 281 13,908 281 14 B85 696 SE0.415
$__14126207 __ 13,043,839 15,056,357 2012518
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City of Emmetsburg, lowa
Notes to Required Supplementary Information - Budgetary Reporting
For the Year Ended June 30, 2010

1. Budgetary Reporting

The budget includes the Component Units budgeted figures as well as the
Primary
Governments budgeted figures.

The budgetary comparison is presented as Required Supplementary Information
in accordance with Government Accounting Standards Board Statement No. 41
for governments with significant budgetary perspective differences resulting from
not being abie to present budgetary comparisons for the general fund and each
major special revenue fund.

In accordance with the Code of lowa, the City Council annually adopts a budget

on the modified accrual basis following required public notice and hearing for ail

funds. The annual budget may be amended during the year utilizing similar

statutorily prescribed procedures. Encumbrances are not recognized on the
budget

basis and appropriations last year.

Formal and legal budgetary control is based upon 9 major classes of
expenditures

known as functions, not by fund or fund type. These 9 functions are: public safety,

public works, health and social services, culture and recreation, community and

economic development, general government, debt service, capital projects and

business type activities. Function expenditures required to be budgeted include

expenditures for the general fund, special revenue funds, debt service fund,

capital projects fund, and enterprise funds. Although the budget document
presents

function expenditures by fund, the legal level of control is at the aggregated

function level, not by fund.

During the year, the budget amendments increased budgeted expenditures by
$2,520,029. These budget amendments are reflected in the final budgeted
amounts.



City of Emmetsburg, lowa
Notes te Required Supplementary Information — Budgetary Reporting
For the Year Ended June 30, 2010

Budgetary Reporting

The budget includes the Component Units budgeted figures as well as the Primary
Governments budgeted figures.

The budgetary comparison is presented as Required Supplementary Information in
accordance with Government Accounting Standards Board Statement No.41 for
governments with significant budgetary perspective differences resulting from not being
able to present budgetary comparisons for the general fund and each major special
revenue fund.

In accordance with the Code of lowa, City Council annually adopts a budget on the
modified accrual basis following required public notice and hearing for all funds. The
annual budget may be amended during the year utilizing similar statutorily prescribed
procedures. Encumbrances are not recognized on the budget basis and appropriations
last a year.

Formal and legal budgetary control is based upon nine major classes of expenditures
known as functions, not by fund or fund type. These nine functions are; public safety,
public works, health and social services, culture and recreation, community and
economic development, general government, debt service, capital projects and business
type activities. Function expenditures required to be budgeted include expenditures for
the general fund, special revenue funds, debt service fund, capital projects fund, and
enterprise funds. Although the budget document presents function expenditures by fund,
the legal level of control is at that aggregated function level, not by fund.

During the year, the budget amendments increased budgeted expenditures by
$2,520,029. These budget amendments are reflected in the final budgeted amounts.



City of Emmetsburg, lowa
Combining Balance Sheet
Nonmajor Governmental Funds
June 30, 2010

(Page | of 4)

ASSETS

Cash

Investments

Receivables
Property taxes
Special assessments
Other

Due from other governments

Total assets

LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable
Daferred revenue
Due to other funds
Total liabilities

FUND BALANCES
Reservad for:

Debt service

Perpatual care

Long-term loan receivable
Unreserved, undesignated, reported in:

Special revenue funds

Capltal projects funds

Tatal fund balances {deficit)

Total liabilities and fund balances

Special Revenus

Employes
Emergancy Benefit South TIF
Fund Fund Fund
- 28,902 40,659
278 4,372 2,729
278 33,274 43,388
278 - -
278 - -
- 33,274 43,388
- 33,274 43,385
278 33,274 43,388




Morth TIF

Morth TIF LM Set Aside East TIF ECDC Trust
Fund Fund Fund Fund

53,902 4326 4 53,867

- - - 2,352

1,403 - 756 -
55,305 4,326 760 56,219

- - - 2,384

- - - 2,884

55,305 4,326 760 53,335
55,305 4,326 TG0 53,335
558,305 4,326 760 56,219

—
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City of Emmetsburg, lowa
Combkining Balance Sheet
Nonmajor Governmental Funds
June 30, 2010

{Page 2 of 4)

ASSETS

Cash

Investments

Receivables
Property laxes
Special assessments
Cther

Due from other governments

Total assets

LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payabie
Deferred revenue
Due to ather funds
Total liabilities

FUND BALANCES
Reserved for:

Debt service

Parpetuzl carg

Long-term loan receivable
Unreserved, undesignated, reparted in:

Special revenue funds

Capital projects funds

Total fund balances (deficit)

Total liabilities and fund balances

____Special Revenue Permanent
ECDC Community Perpetual
Revolving Loan  Beautification Care
Fund Fund Fund
8.728 19,425 69,165
8,333 - -
17,061 19,425 69,165
- 50 -
- 55 -
- - 69,165
8,333
8,728 19,366 -
17 061 19,366 69,185
17,061 18,425 59,185




Capital Projects

Improvement
Revolving Rail Road Kearny Park Firsl Street
Fund Fund Fund Fund

221,773 18,950 36,982 4,493

221,773 18,850 36,982 4,493
8,486 - - -
8,488 - - -

213,287 18,950 36,982 4,493

213,287 18,850 36,982 4,483

231,773 18,850 36,982 4493

48



City of Emmetsburg, lowa
Combining Balance Sheet
Nonmajor Governmental Funds
June 30, 2010

(Page 1 of 4)

ASSETS

Cash

Investments

Recelvables
Property laxes
Special assessments
Other

Due from other governments

Total assets

LIABILITIES AND FUND BALAMNCES
LIABILITIES
Accounts payable
Deferred revenue
Due to other funds
Total liabllities

FUND BALANCES
Reserved for;

Debt service

Perpetual care

Long-term loan receivable
Unreserved, undesignated, reported in:

Special revenue funds

Capital projects funds

Total fund balances (deficit)

Total liabilities and fund balances

Capital Projects
Highway 18/ Safe Routes Sawell
Urban to School PFark
Fund Furid Fund
5,426 1,554 25,139
— 5426 1,564 25138
- 1,505 G339
- 1,905 9349
5,426 48 24,200
5,426 49 24,200
5,426 1,554 25,139




CDBG Housing Wild Rose Airport Taxiine
Rehabilitation Allocation Improvement
Fund Fund Fund

23,863 235,750 -

- - 34,025
23,662 235,750 34,025
358 485 8,758

. - 17,987

354 495 26,745
23,304 235,255 7,280
23,304 235,255 7,280
23,663 235,750 34,025

49



City of Emmetsburg, lowa
Combining Balance Sheet
MNonmajor Governmental Funds
June 30, 2010

{Page 4 of 4)

ASSETS
Cash
Investments
Raceivablas
Property taxes
Special assessments
Other
Dueg from other governments
Total assets

LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable
Deferrad revenue
Due to ather funds
Total llabilities

FUND BALANCES
Reserved for:

Debt service

Perpetual care

Long-term loan receivable
Unreserved, undesignated, reported in:

Special revenue funds

Capital projects funds

Total fund balances (deficit)

Total liabilities and fund balances

) Capital Projects
CDBG Alrport Industrial
Sewer Layout Plan Park
Fund Fund Fund
44,713 32,047 2,655
44,713 52,047 2,655
- 7,942 2,655
7,942 2,655
44,713 24,105 -
44 713 24,105 =
44 713 32,047 2,655




Capital Projects Deht Service Total
Airport PA Gaming Special Monmajor
Environ. Assess Corporation Assessments Governmental
Fund Allocation Fund Fund Furds

7.063 112,901 4,138 1,056,225

- - - 2,352

- - - 9,538

- - 41,525 41,525

- - 8,333

2,381 - G5 36,991
9,424 112,801 46,268 1,154,964

9.416 4,815 - 48,313

- - 41,525 41,525

. - - 18,265

9,418 4,815 41,525 108,103

- . 4,743 4,743

- - - 88,165

- - - 8,333

- - - 218,482

B 108,086 - 746,138

8 108,086 4743 1,046,861

9424 112,901 45,268 1,154,964
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City of Emmetsburg, lowa

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

Nonmajor Governmental Funds
For the Year Ended June 30, 2010
(Page1 of 4)

Revenues;
Property taxes and assessments
Tax incremant financing
Cther city taxes
Licensas and permils
Use of maney and property
Intergovernmental
Charges for services
Special assessments
Fines and forfelturas
Miscellaneous

Total revenues

Expenditures:
Current:
Public safety
Public works
Health and soclal services
Culture and recreation
Community and economic development
General government
Debt service
Capital projects
Total expenditures
Excess {deficiancy) of revenues over
{under} expenditures

Crther financing sources {uses)
Transfers in
Transfers out
Tatal ether financing sources (uses)

Met change in fund balances

Fund balances, beginning
Fund balances, ending

__ Special Revenue
Employee
Emergency Benefit South TIF MNorth TIF
Fund Fund Fund Fund

§ 24,508 385,091 - -
- . 152,155 58,601

622 9.781 - -

- - 280 408

25,128 384,872 152,435 59,009

25,128 394,872 152,435 59,009
{25,128) (1381,748) {114,207 {58,013)
{25,128) (391, 745) {114,207} {58,013}

- 3128 38,228 096

- 30,148 5,180 54,309

§ - 33274 43,358 55,205




Special Revenue

North TIF
LMI Set Aside East TIF ECDC Trust
Fund Fund Fund

- 77,383 -

B8 177 s

- - 2,935

- - 31,848

86 77.560 35,156

- - 12,821

. 14, 440

- - 27,261

86 77 560 7,845

27,145 - 6,802
(24,600} {77.646) (6,104)

2,545 {77,646) 698

2,631 {86) A543

1,695 846 44 742

4,326 76 53,335

EE—— —
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City of Emmetsburg, lowa

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

Nonmajor Governmental Funds
For the Year Ended June 30, 2010

{Page 2 of 4)

Revenues:
Proparty taxes
Tax incremaent financing
Other city taxes
Licenses and permils
Use of money and property
Intergovernmental
Charges for services
Special assessments
Fines and forfeitures
Miscellaneous

Total revenues

Expenditures:
Current:
Fublic safety
Public works

Health and soclal services

Culture and recreation

Special Revenue

FPermanent

ECDC Community
Revolving Loan  Beautification
Fund Fund

Perpetuzl
Care
Fund

Community and economic development - 2,215

General government
Debt service
Capital projects
Total expenditures

Excess {deficiency) of revenues over

(under) expendituras

Other financing sources (uses)

Transfers in
Transfers out

Total other financing sources {uses) - 11,353

Met change in fund balances

Fund balances (deficits}, beginning
Fund balances (deficits), ending

17.011 10,141

1,080

68,085

3 17,061 10,366

63,165




Capital Projects

Improvement
Revalving Rail Road Kearmy Park First Strest
Fund Fund Fund Fund
- 136 179 32
46,323 - - -
46,323 136 178 32
B,486 - - -
8,486 - - N
37,837 136 179 32
68,398 - 13,460 -
66,398 - 13,460 -
106,235 136 13,639 32
107,052 18,614 23,343 4,461
213,287 18,950 36,982 4,493
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City of Emmetsburg, lowa

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

Nonmajor Governmental Funds
For the Year Ended June 30, 2010
{Page 3 of 4)

Revenues:
Property taxes
Tax increment financing
Other city taxes
Licenses and permils
Use of money and properiy
Intergovernmental
Charges for services
Special assessments
Fines and forfeitures
Miscellaneous

Total revenues

Expenditures:
Currant:
Pubic safety
Public works
Health and social services
Culture and recreation
Community and economic devalopment
General government
Debt service
Capital projects
Total expenditures
Excess (deficiency) of revenues over
{under) expenditures

Other financing sources {uses)
Transfers in
Transfers out
Total other financing sources (uses)

MNet change in fund balances

Fund balances (deficits), beginning
Fund balances (deficits), ending

Highway 18/ Safe Routes Sewell CDBG Housing
Urban to School Park Rehabilitation
Fund Fund Fund Fund
- - - 39
38 - 158 -
- 6,112 - 44 962
- - 1,188
3g 6,112 1,346 45,001
- 8,063 1,642 54,410
- 5,063 1,842 54,410
38 49 {496} (9,409}
- - 3,000 20,000
- - 3.000 20,000
38 48 2,504 10,591
5387 - 21,696 12,713
5426 49 24,200 23,304




Wild Rose

Airport Taxiline

Allacation Improvement

Fund Fund

1,183 3

- 34,025

145,715 -
146,578 34,028

- 42 148

- 42 148
146,878 {B.120)
5,000 15,400
(15,038) -
{10,034) 15,400
136,839 7,280
98,416 -
235,255 7,280

_
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City of Emmetsburg, lowa

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

Nonmajor Governmental Funds
For the Year Ended June 30, 2010
{Page 4 of 4)

Revenues:
Property taxes
Tax increment financing
Other city taxes
Licenses and permits
Usge of money and property
Intergovermmental
Charges for services
Special assessments
Miscellaneous

Total revenues

Expenditures:
Current:
Culture and recraation
Community and economic development
Capital projects
Total expendituras
Excass (deficiency) of revenues aver
{under) expenditures

Other financing sources (uses)
Transfers in
Transfers out
Total other financing sources (uses)

Met change in fund balances

Fund balances {deficits}, baginning
Fund balances {deficite), ending

Capital Projects
CDBG Airport Industrial Monroe
Sewer Layout Plan Park Fund Street Project
Fund Fund Fund Fund
107 245 1,642 366
- 23,742 96,496 -
107 23,888 08,138 366
600 20.912 15,863
800 20,912 15,863 -
{493} (5,924) 82 275 366
45,125 - - -
- (2,150} {290,000} (62,703}
45,125 {2,150} {280,000) (52,703
44,632 {B,074) {207,725) {62,337)
81 32,179 207,725 82,337
44,713 24,105 - -




Dabt Service

Alrport PA Gaming Special Nanmajor
Environ, Assess Carporation Assessments Governmental
Fund Allccation Fund Fund Funds

- - - 409,597

- - . 288,139

- - - 10,403

- . . a0

27 407 160 6,126
17.350 - - 225,622

- - - 1,080

- - 20,328 20,328

- 310,770 - 535,844

17,377 311,177 20,4689 1,487,179

- - - 12.821

- - - 16,655

24 155 353,478 - 536,957
24,155 353,478 - 566,433
(6,778) {42,301} 20,488 830,746
2,150 10,930 - 228,772
- {38,937) {40,000) (1.146,273}
2,150 [27.998) (40,000) {917,501}
{4,628} {70,299) (19,511) 13,245
4,636 178,385 24,2584 1,033,616

& 108,088 4,743 1,046,861
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City of Emmetsburg, lowa

Schedule of Revenues by Source and Expenditures by Function

All Governmental Funds
For the Last Four Years

Revenues:
Property taxes
Tax Increrent financing
Other City taxes
Licenses and permits
Use of money and property
Intergovernmental
Charges for services
Special assessments
Miscellaneous

Total revenues

Expenditures:
Current:
Public safety
Public works
Culture and recreation

Community and economic development

General government
Debt service
Capital projects
Tolal expenditures

$

$

Maodified Accrual Basis

2010 2009 2008 2007
1,300,100 1,270,629 1,167,586 1,108,502
288,139 268,524 191,200 76,339
437,792 450,204 374,398 449 677
11,557 24 446 34,755 17,869
53,388 59,268 81,011 95,116
826,418 731,704 850,442 033,757
121,408 111,235 21,504 35,706
20,329 18,193 38,972 32,608
1,663,469 781,936 742,193 478,416
4,722,700 3,716,138 3.602,061 3,227,988
574,632 519,473 481,599 466,264
712,573 738,259 767,749 642,917
621,101 762,908 307 561 452,262
103,507 92,149 203,066 219,538
353,860 381,908 320,051 288,854
1,409,646 513,374 511,351 422,997
721,372 1,785,406 1,334,966 1,109,497
4,496,601 4793477 3,976,343 3,602,389
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Burdorf, Parrott And Associates, P.C.
Certified Public Accountants

Edwin J. Burdorf, CPA 3131 Main, PO, Box 359

Fatrick 1. Parrou, CPA Emmetsburg, lowa 30536
www hpacpa.com Phone: T12-852-3347
Fax: T12-852-3348

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayer and
Members of the City Council City
of Emmetsburg, lowa

We have audited the financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Emmetsburg, lowa as of and for the year ended June 30, 2010, which
collectively comprise the City of Emmetsbury lowa's basic financial statements and have issued our
report thereon dated January 17, 2011. We conducted our audit in accordance with U.S. generally
accepted auditing standards and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s intemal control over financial reporting as
a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the City’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
City's internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses and therefore, there can be no
assurance all deficiencies, significant deficiencies or material weaknesses have been identified.
However, as described in the accompanying Schedule of Findings and Questioned Costs, we identified
certain deficiencies in internal control over financial reporting we consider to be material weaknesses
and other deficiencies we consider to be significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect misstatements on a timely basis. A material weakness is a deficiency, or a combination of
deficiencies, in internai control such that there is a reasonable possibility a material misstatement of the
City's financial statements will not be prevented or detected and corrected on a timely basis. We
consider the deficiency in internal control described in Part | of the accompanying Schedule of Findings
and Questioned Costs as items |-B-10 and I-C-10 to be a material weakness.

A significant deficiency is a deficiency or a combination of deficiencies in internal control which is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance, We consider the deficiencies described in Part | of the accompanying Schedule of
Findings and Questioned Costs as items |-A-10 to be significant deficiencies.

Members American Institute of Certifled Public Accountants
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
and contracts and grant agreements, non-compliance with which could have a direct and material effect
on the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit and, accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of non-compliance or other matters that are required to
be reported under Government Auditing Standards. However, we noted certain immaterial instances of
non-compliance or other matters which are described in Part Il of the accompanying Schedule of
Findings and Questioned Costs.

Comments involving statutory and other legal matters about the City's operations for the year ended
June 30, 2010, are based exclusively on knowledge obtained from procedures performed during our
audit of the financial statements of the City. Since our audit was based on tests and samples, not all
transactions that might have had an impact on the comments were necessarily audited. The comments
involving statutory and other legal matters are not intended to constitute legal interpretations of those
statutes.

The City's responses to findings identified in our audit are described in the accompanying Schedule of
Findings and Questioned Costs. While we have expressed our conclusions on the City’s responses, we
did not audit the City's responses and, accordingly, we express no opinion on them.

This report, a public record by law, is intended for the information and use of the officials, employees
and citizens of the City of Emmetsburg, lowa and other parties to whom the City of Emmetsburg may
report. This report is not intended to be and should not be used by anyone other than these specified
parties.

We would like to acknowledge the many courtesies and assistance exiended to us by personnel of the

City of Emmetsburg during the course of our audit. Should you have any questions concerning any of
the above matters, we shall be pleased to discuss them with you at your convenience.

Bundonf, Parvott rfud rfssociares, P. L.

January 17, 2011
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Schedule of Findings and Questioned Costs

Part I: Findings Related to the Financial Statements:
SIGNIFICANT DEFICIENCY/MATERIAL WEAKNESS

I-A-10

I-B-10

Segregation of Duties — During our review of internal controls, the existing
procedures are evaluated in order to determine that incompatible duties,
from a control standpeint, are not performed by the same employee. Over
the past years, the City has implemented various procedures fo enhance
their internal controls. However, due to time and staffing constraints, the City
is still unable to fully segregate receipt and posting functions,
disbursement preparation and posting functions and reconciliation function
from receipt and disbursement functions.

Eecommendation — We recognize that with a limited number of office
employees, segregation of duties is difficult. However, we recommend
that City officials continue reviewing operating procedures in order to obtain
the maximum internal control possible under the circumstances.

Response — The City will continue to review operating procedures and
segregate employee duties to the extent financially feasible to maximize
internal control. There will be no change until it is fiscally responsible to add
additional staff.

Conclusion — Response accepted.

Audit Adjustments
Criteria - The City should have adequate procedures to provide for the
accuracy and reliability of the trial balance given to the auditor.

Condition - During the course of the audit, misstatements that had a
material effect on the City's financial statement were discovered. Adjusting
journal entries were made to correct these misstatements.

Context - Although adjustments during the course of an audit are not
uncommon, the independent auditor cannot be considered part of the
City's internal control system.

Effect - As a result of this condition, there is a higher risk that
misstatements that are material to the financial statements could occur
and not be detected.

Cause - The City has relied on the independent auditor to some degree
to provide assurance that the financial statements are not materially
misstated.
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I-C-10

Recommendation - We recommend that the City establish internal
procedures to adjust all account balances prior to the audit.

Response - Management believes this change will result in potential
financial statement misstatements being identified and corrected prior to
audit.

Conclusion - Response accepted,
Preparation of Financial Statements

Criteria - The City Council and management share the ultimate responsibility
for the City's financial statements, including disclosures.

Condition - The City has not implemented procedures, to the degree
necessary, to perform a review and assume responsibility of the City's
financial statements and related disclosures to provide a high level of
assurance that potential omissions or other errors that are less
material, but more inconsequential, would be identified and corrected.

Context: - While it is acceptable to outsource various accounting
functions, the responsibility for internal control cannot be outsourced.
The independent auditor cannot be considered part of the City's
internal control system. The City has implemented procedures to
review the financial statements and disclosures but has not utilized
review aids, such as a disclosure checklist, and may not have
monitored recent accounting developments to the extent necessary to
provide a high level of assurance that financial statement omissions
or other errors would be identified and corrected.

Effect - As a result of this condition, there is a higher risk that financial
statement omissions or other errors could occur and not be detected.

Cause - The City has relied on the independent auditor to some degree
to provide assurance that the financial statements, including
disclosures, are not materiaily misstated.

Recommendation -

We recommend that sufficient financial statement and disclosure
review procedures be performed by an individual possessing a
thorough understanding of applicable generally accepted accounting
principles and knowledge of the City's activities and operations.

Response - The City does not have the resources to employ staff
possessing the detailed understanding of applicable generally
accepted accounting principles to the extent required to utilize such a
disclosure checklist. We understand the list of GAAP requirements in
these disclosure checklists exceeds 50 pages in length. As a result,
the City of Emmetsburg has relied on the independent auditor to identify
disclosures required in the financial statements.

Conclusion - Response accepted.
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Part II: Other Findings Related to Required Statutory Reporting;

II-A-10

1-B-10

I-C-10

II-D-10

H-E-10

I-F10

Certified Budget — Expenditures during the year ended June 30, 2010 did
not exceed the amount budgeted.

i | nditures — There were no questionable
expenditures that fell outside its established policy on such
costs.

Travel Expense - No expenditures of City money for fravel expenses of
spouses of City officials or employees were noted.

Business Transactions - Business fransactions between the City and City
officials or employees are as follows:

Council members

steve Finer

Jensvold Motor Company Repairs and supplies £ 3,332
{3) Vehicles 5 50,986

Corey Gramoswski

Gramoswski Construction Hail darmage repairs 5 8,486
Airport sidewalks/patio
and Fire grant 5 2,350

In accordance with Chapter 362.5 of the Code of lowa, the transaction
with Jensvold Motor Company, may represent a conflict of interest for the
repairs and supplies and purchase of one used vehicle since the total
purchases exceed a cumulative total of $1,500 for the year. The
transactions with Jensvold Motor Compnay for two new vehicles and
Gramowski Construction were entered into through competitive bidding in
accordance with Chapter 362.5(4).

Recommendation: The City should use competitive bidding process when
practicable.

Response: The transactions were for normal expenses. A competitive
bidding process is not always practical, however, we will endeavor to
competitively bid the work when practicable.

Conclusion: Response accepted.

Bond Coverage - Surety bond coverage of City officials and employees is
in accordance with statutory provisions. The amount of coverage should
be reviewed annually to ensure that coverage is adequate for current
operations.

Council Minutes - Mo transactions were found that we believe should
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have been approved in the Board minutes but were not.

IG-10 Deposits and Investments - No instances of non-compliance with the
deposit and investment provisions of Chapter 12B and 12C of the Code of
lowa and the City's investment policy were noted.
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